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This appeal is aade pursumt to section 25667 .of
the Re+erme aixd Tixation Code from the action of the Framhise
Tax Board 0x1 the protest of Perk Foods Co0 of California
against proposed assessngrits  of additional franchise tax in
t’he am_o-aIts of $86§,28 9 :x,321.72 ad. $x,Mrt.37 for the_
incortle  y e a r s  evaded September ,30, 19579 195’8 ad 1959,
re sp ectivel.y o

Two questions are raised ‘G’J this  appeal: 0-1
s:tne ther a_‘up ell. ant axd its parent, Perk Foods Corripany,  are
engaged in a single unitary business; and (2) if so5 w’hethes
re sponierxt  ) i.n applying azl :‘income K!Jocation formula, properly
COs?S:'iCIePed  OiII_y 25 perCE%lt of appel?_antls  out of state
del,ivex>j_es  from its C,alifori?la  planet to be sales outside of
CA_ifOLTLi.,a.B
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operates a plant in Los .U.geles, California. In July 1958,
appellant cor;~~nced operating a second plant in Hillsboro,
Oregon. App cl1 ant also manu1“actures and sells pet foods
under the “vets I iI -Jr-j-J&, it has been obliged to vary the
formula and inpredients  from those of its parent’s prOduCt
in order to co:form to the requirements of California law.

Appellant and its parent corporation have common
officers and interlocking boards of directors, who determine
major corporate  Dolicies for both compaxlies  and maintain
overall supervision. Appellant is charged with a portion of
the salaries of those officers .of the parent who spend time
working with a.ppellantl s management.

Both coi-norations  obtain labels from the same
sup-plier at a volume discount under a master contract
negotiated by the parent coz-q~i;?y* Since 1948 the parent
company has participated in a Vilot Guide Dog Fund,”
organized to provide 6rvide dogs for the blind. Xvery can of
dog food manufactured by the parent corporation bears a label
notifying the purchaser t’nat if the label is mailed to the
Pilot Guide 3og Poundation  in Chicago, Perk Foods Company
T:Till donate to the Fund its profit on the sale of that can,
App ellant 1 s labels bear a similar inscription,

0 Vhen f inaixcing- i.s necessary  ) app el_l ant bQrroVs f 1’0111
i t s pa%ent  at the same rate of interest trhich the parent,payS
to its lender. T’his interest rate is lower than appellant
would have to pay to a local 9 independent lender. ‘,

e

App en mt ’ s acCcXntiXig office is located in CMc‘ago.
The Same C'riiCEigO accounting firm prepares the tax returns, :
WLXd. X)GS'tS, and profit and loss statements .of both
appellant and its parent.

~ppell~2t  has exclusive sales  territo?ies  in ‘the
western part o f the vAni ted States u Ii; purchases its OWL %a>~,

’materials from independent sources aqd manufactures its
products in its o>.;n plants., It conducts local advertising
cajqaigns  ti2d dGeS its o:.na b i l l i n g and collecting of accounts e

,
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Respor~IenC  determi-ned -ihat appellant  aId its parent
wers engaged i.:1 a l.EIitary bt?sixless and coE:lbined t'heir income,
&lo*zat;ing j"t within ZjId T.$j.t'nout Califom,:',a pursuant to
section 2sJ_(jl of tk,o 3evem.l.e a.z.d Taxation Code by applying
the usual aU.ocation fomula composed of pro~ert7y, payroll and
saies facto.?s. Iticoae cZf_located to California vax included in
the measure of appellant’s franchise tax. In computing the
sales factor of the aXLocation fomula respondent treated as
out of state sales 25 pcrcm.t  of -the out of state deliveries
of prodtic"‘bs E.amfactured in Califur~3.a~

. _Appeu..ai1t  urges that its oDerations and t-hose of
Perk Foods coTlj;,axLy a-se not sY.fYicie;l~ly integrated to constitute
a unitary business, fboK!.a~~t  also argpes that in my event
70 percent of its OL:~ b? state deliveries should be treated as
out of state s;Aes for purposes of the sales factor of the
auucaticxl z’osm-ile.



available if each pmchased its supply individually. By
borrowing zoney fron its ~aren.t, appellant is concededly
able to obtain chezger fimxcing thax wmld be available to
it in dealings trith independent local J_er,de?s, Not~A_thsttidin~0
appe31.aIItt  S COE’cEL~i0ZS fh,at i’cs ~roCiU.c~ differs froru the
“\Te-/-y t IIL pet food mmufactured by its parent azd tinat it
conducts its ok.3 independent aLdi.7~rtis~ng  caI<Q)aigfis, mc$l_ld
benefi.t aud dependewe seem aI_nosC cwtain to accrue from
the advertising and sale of a product heaxing the smle
t&de-naTk,  p~o&xe3. ;qr coqu,,- Aatibns with substantially the
same mmes p T.22 add’i. tiOi1  ‘r ntAw.1 benefits krere no doubt
received t'~eough joint parti.cipati.on  in the ITilot Guide Dog
FuI:d Ii*
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hirsuar.t to the views expressed in the opinion
of the board on file in this proceeding, and good c.ause
appearing therefor,

IT is I-~,E;~~J~JJ  G~~~S~~jJ,  fiT&)JJJjJC~~jj  AWD ~~<,Cil~~D,
pursuant  t o  s e c t i on  25667 of t:he Revenue and Taxation Code,
that  the  action of the Fran.chise  Tax 9oard on the protest
of i- erk Fooris Co . of California against proposed assessments
of a.ddftior,zl f ranch i se  tax  in  the  arcounts of $868.28,
$1,321.72, and  ,1;1 ,~t54.37  for the inconie years ended \ .
Sep temhes 30, 1 9 5 7 ,  1958, ar,d 1959, respec t i ve ly ,  be  a n d
the sane is hereby s u s t a i n e d .

Done at

- -_, Eeclber

_I_ ,  Member
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